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I ntroduction

| examine the mutud reaion between politicd regimes and economic growth. Two
questions are discussed: (1) Whether economic development affects the emergence and the
aurvivdl of politicd regimes and (2) Whether political  regimes  affect  economic
performance.

These two quedtions are inextricably connected. To determine whether political regimes
affect economic performance, we must firs ask how politica regimes emerge and endure.
Unless this quedion is posed fird, we will be undble to didinguish the effect of the
conditions under which political regimes find themsdves from the effect of regimes.
Suppose that you were to observe that in 1985 per capita income of Mdi, dictatorship,
grew a the rate of 5.35 percent. Would the rate of growth of Mai in 1985 keen different
had it been a democracy? This is what we want to know when we ask about the impact of
political regimes on growth. But we do not observe 1985-Mdi as a democracy, only as a
dictatorship. True, we could look for a case that was like 1985-Mdi in every aspect other
than its politicd regime. But what are we to do if we cannot find a democracy like Mdli-in-
1985? As you probably adready know, and will soon learn again, democracies are very rare
in poor countries, such as Mali, which in 1985 had a per capita income of $532. 1 In turn, we
may observe that 1985 France, which was a democracy and had per capita income of
$12,206, grew at the rate of 1.43 percent. Was its growth dow because it was a democracy?
Agan, we may try to find a dictatorship thet would look in al respects like France. But the
wedthiest dictatorship we observed between 1951 and 1990, Singapore, had per capita
income of $11,698. Hence, we will not find a single case of a dictatorship as wedthy as
France during the same time span.

Why does it matter? Suppose that poor countries in generd grow dower than wedthy
countries. Since most poor countries are dictatorships and al wedthy countries are
democracies, we will conclude that economic growth is faster under democracies. But this
will be an invdid concluson: the difference will be due to conditions under which these
regimes exis, not to anything they do. As another example, condder the posshility tha
democracies are vulnerable to economic crises, while dictatorships survive them. Agan, if
we were to just compare the growth rates observed under the two regimes, we would
conclude that democracies grow faster. And, again, this concluson would be erroneous. we
will have observed this difference only because democracies died when they encountered
bad economic conditions and became dictatorships capable of surviving survived under
these conditions. Findly, consder the possbility that there is some factor which cannot be
obsarved systematicaly and which affects both the politicd regime and the rate of growth.
Enlightened leaders, for example, may opt for democracy and wel manage the economy. If
we rey on comparisons of the observed cases, we will--yet again erroneoudy--conclude
that faster growth is due to democracy, rather than to the enlightened leadership.

L All income figures are in 1985 purchasing power parity dollars. For the period 1951-1990, they are based on Penn
World Tables, release 5.6. For the period 1991-1999, they are taken from World Development Indicators 2001. These
series overlap between 1970 and 1990 and the correlation between per capitaincome figures derived from these two
seriesis 0.998.



To diginguish the conditions under which regimes find themsdves from the effects of these
regimes, therefore, we need to understand under which circumstances these regimes come
into being and under which circumgtances they survive and die. Only then can we isolate
the impact of regimes on economic peformance. Statisticd methods for doing this were
developed by Heckman (1976, 1988) and the reader can find their explanation in
Przeworski et a.(2000).

The plan of this chapter is thus the following. In the next section, | briefly state what | mean
by democracy and dictatorship. Then | summarize results concerning regime dynamics.
Finaly, | proceed to the centrd quedtion, namdy, the impact of politicad regimes on
economic performance. To keep the discusson free of technicd issues, | present some
decriptive tables and only report conclusons of datistica findings. The reader who wishes
to know how these results were derived is directed to Przeworski et al.(2000), from which
this discusson borrows. Mot of the results summarized below are based on observing 135
countries (excluding major oil producers) between 1950 and either 1990 or 1999.2

Democracies and Dictator ships

The prototype of democratic politics that underlies this anadyss reflects Schumpeter's
(1942) focus on filling governmenta offices by dections Democracy is a politica regime
in which rulers are sdected through free and contested dections. Operationdly, democracy
is a regime in which incumbents lose eections and leave office if they do. Hence, my
definition of democracy is Schumpeterian or “dectordist.” Dictatorships are trested as a
resdual category, “non-democracies.”

Obvioudy, one can argue about definitions, and indeed there is a vadt literaure attempting
to define what we should deem to conditute a democratic regime. But while one can, and
some do, engage in endless hair splitting, most people readily agree whether a particular
country is a democracy. Inkeless (1990: 56) found that the scales of democracy developed
independently by Gadtil (1990), Coppedge and Reinicke (1990), Bollen (1980), and Gurr
(1990) are dl highly correlated. Przeworski et d. (2000: 56) reported that their dichotomous
classfication of regimes is dmost perfectly predicted by dl these scades. Any two informed
persons asked whether a particular country has a democratic regime during a particular year
would dmogt cetanly say the same, even if no criteria were specified in advance to
influence thar judgments. Hence, the results presented below do not depend on the
particular classification of political regimes.

Economic Development and Regime Dynamics

I ntroduction

2 The analyses concerning regime dynamics cover the period 1950-1999, so they update Przeworski et al. (2000).
Unfortunately, some of the economic analyses could not be updated because the required data are not available.



Any casua observer will note that democracies are rare in poor countries and frequent in
the affluent ones. Between 1950 and 1999, of the 1,335 annua observations of countries
with per capita income under $1,000, we observed only 142 years of democracy. Of the 880
annua observations of countries with incomes above $8,000, only 147 years were spent
under dictatorships. Indeed, if one takes per capita income adone, one will correctly predict
75 percent of the 5179 annual observations of regimes.

There are two potentiad reasons for this pattern. One, advanced by the modernization theory,
is that democracies are more likely to emerge as countries become economicaly developed.
Yet it is dso possble that democracies emerge without any relaion to economic
development, but that once edtablished for whatever reasons, they survive in developed
countries. As Lipset (1959: 56) put it, “The more well-to-do a nation, the greater the
chances it will sugain democracy.” To determine which of these explandions is vdid,
therefore, we need to study separately why democracies emerge and why they survive once
established.

Note that the trgectories of particular countries have been quite different. Among the 135
countries conddered here, forty-four countries remaned under dictatorships during the
entire period during which they were independent between 1950 and 1999, while thirty-four
countries had been democratic during this entire period. Twenty-nine countries experienced
one regime trangtion: two from democracy to dictatorship, twenty-seven from dictatorship
to democracy. Twelve countries experienced two trangtions, five went through three, five
countries experienced four trangtion, three experienced five trangtions, two went through
sx, and one, Argentina, had eight.

To understand why a country has a particular regime this year, therefore, we need to know
which regime it had and what conditions it had encountered during the preceding year. This
is what | mean by “regime dynamics’: the process by which the two regimes emerge and
die.

Since we are deding with only two types of regimes - democracies and dictatorships - one
is born when the other one dies. Hence, the question remains the same whether we ask
about the survival of dictatorships or about the emergence of democracies, about the deaths
of democracies or the hirths of dictatorships. | will couch the discusson in terms of the
emergence and surviva of democracies.

The most generd observation is that trangtions to democracy occur under a wide variety of
conditions, while trangtions to dictatorships exhibit wel-defined petterns. Another way to
put it is that it is easy to predict datigicaly whether a democracy will survive and it is next
to impossible to predict whether one will be established.

Transtionsto Democracy

Here is a summary of higtorica patterns of collgpse of dictatorships that led to trangtions to
democracy:



(1) Condder firg the column pap of Table 1, giving the probahilities that a democracy will
emerge, given per cgpita income. Democracies are unlikdy to be established in poor
countries, they are more likely to emerge in countries a middle-income levels, and agan
less likdly if a dictatorship exigts in a country with a high level of per capita income. Hence,
it is not true that economic development breeds democracy: if a dictatorship survives in a
country that became sufficiently wedthy, trangtion to democracy is less likdy. The income
levels a which democracies emerge vary widdy: there is no threshold beyond which one
could be dmogt certain that adictatorship would die.

(2 The same is true with regard to the rate of economic growth. On the average,
dictatorships are dmost as likdy to survive when their economies grow as when they
decline during one, two, or three consecutive years. Some dictatorships fell after severd
years of continuous growth while some other died after several years of economic decline.

(3) The impact of income didribution is difficult to assess, given the paucity of data, but it
gopears tha dictatorships are more vulnerable when inequdity of functiona distribution of
income is large (labor share in manufacturing is low) and when household incomes are
becoming more concentrated.

(4) Conddering a variety of other factors - incuding past politicd history, ethnolinguidtic
heterogeneity, digribution of three rdigions, and the colonid heritage - adds little predictive
power.

In sum, it seems that dictatorships die under a broad variety of conditions. Some disappear
in the midst of economic crises but others vanish after a long period of prosperity. Some die
when the founding dictator dies. Some collgpse as a result of defeat in foreign wars. Some
crumble under internationd pressure. Dictatorships are subject to multiple risks.

The reason trangtions to democracy are S0 difficult to predict by observing the conditions
under which dictatorships are that conditions determine only the possbility that a trangtion
to democracy would occur, but it is actions of people under these conditions which shape
the outcomes. The interplay between long-term, macro-processes and short-term, micro-
andysis is a complicated issue, one tha ill remains unclear. The hundreds of dissertations
that are written on the higory of different trangtions divide between those that see the
process as fostered by transformations of socid structure, boiling up through the cregtion of
cvil society, and coming to fruition amogt of itsdf, and those that gart with "hardliners”
"reformers” "moderates” and "radicas' playing a drategic game and reaching a bargan
under conditions taken as a datum. The tens of literature reviews pit "sociologicd" againgt
"drategic’ perspectives and find both of them wanting. Yet these gpproaches are not
mutualy exclusve and, educated by Wantchekon (1996), | think that this is one useful way
to think about them.

Suppose for smplicity that a8 some moment, t = 0,1,...,T,..., the drategic Stuation facing
two palitical forces, cdled R and C, isthe following:
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Fgt  Tak
Fight 21 d, 0
Tdk 0,d 4,3

Suppose that the strategic interaction takes place once, a t = 0, and that dg > 4. The game is
then a prisoners dilemma, with a unique equilibrium {Fight, Fight}, which establishes the
dictatorship of R with associated payoffs of {2,1}. Now history begins and various
processes shape the value of  di. At some moment, t = T, d¢ fdlsto avaue d1 < 2. Now the
game has two equilibria, either {Fight, Fight}, with the status quo payoffs, or {Tak, Tak},
with Pareto superior payoffs. Hence, long-term economic, socid, or politica processes dter
at some moment the strategic Situation, and trigger a search for a compromise,

If this is the framework of andysis we adopt, our attention should focus on the determinants
of the benefits that each of the politicd forces derives from enjoying being a dictator
without any active oppogtion. This is what d¢ stands for: the vaue to a dictatorship of

being fully in ocontro. Hence, whether we think that the key to the long-term
trandformations lies in economic evolution, culturd change, the rise of civil society, or what
not, we should be analyzing these processes with the view toward their implicaions for the
grip that the dictatorships can hold over the society and the associated benefits, materia or
symboalic.

What then shapes the vaue of di? In my view, it can be practicaly anything. Processes that

change the vaue of di can be exogenous or endogenous, macro or micro. In Lipset's

account, or a least the "modernization” verson of it (Przeworski and Limongi 1996),
democracy is secreted by exogenoudy occurring economic development. A story told about
country after a country is that as it develops, socid structure becomes complex, new groups
emerge and organize, labor processes begin to require an active cooperation of employees,
and, as a reault, the system can no longer be effectively ran by command: the society is too
complex, technologica change endows the direct producers with some autonomy and
private information, civil society emerges, and dictaorid forms of control lose ther
effectiveness. But one can dso tel a sory in which the factors that render dictatorship
ineffective are dill exogenous but of a micro order: say the imminent desth of a founding
dictator, a Franco, uniquely cgpable of maintaining the dictatorid order. In turn, other
processes may be of a macro-order and endogenous. in one dory, the "goulash'
compromise -- "your gomachs will be full if you keep quiet” -- fel gpart as communids ran
their economies into the ground. Even more obvioudy endogenous are the effects of a
prolonged civil war, say in El Sadvador, which & some time made military victory no longer
worth pursuing. And the defeet in the war over the Mavinas was endogenous but a just a
sngle event.

Moreover, the same factors may work in one direction in some countries and in the opposite
direction in others. Economic growth may wesken the authoritarian regime by making the
economy too complex to be ran by command but economic decline may aso bring a



dictatorship to its knees by undermining its centra clam to legitimacy. Foreign pressure
may debilitate a dictatorship but it may dso offer it a dogan of naiond unity agang
foreign interference.

These are just examples, and one could go on. The point is that there are lots of reasons,
exogenous and endogenous, of different order and different tempora rhythm, that can bring
conflicting politica forces to the negotiating table. Hence, | am skepticd that we will be
ever able to predict, and | mean predict statistically, when dictatorships fall.

| know that some people will say that to predict is not the same as to explan. But
"explaining” can eadly entall an ex pogt fdlacy. Take Spain, which had a per capita income
of $1,953 in 1950 and which grew under the dictatorship at the average rate of 5.25 percent
per annum, to reach $7,531 by 1976. Suppose that the Spanish dictatorship faced during the
entire period a 0.03 chance of dying during each year, S0 that, assuming an exponentia
hazard function, it had an about 50 percent chance of not being around by 1976 even if it
had not developed at all. Then we will atribute to development what may have been just an
accumulation of random hazards.*

Democracy is a multilaterd regime: it is a regime in which groups of people with
conflicting interests process their conflicts according to some rules. To establish democracy,
different groups must agree to disagree: they must accept a framework of inditutions within
which they would process ther conflicts But if democrdic inditutions generae
digtributional consequences, drategic actors may defend the status quo dictatorship or
edtablish anew one even if ademocratic system would generate Pareto superior outcomes.

Egtablishment of democracy is a two-step problem: A group of people enters a casino, in
which there are a roulette table, a poker table, a bingo whedl, and a craps table. To establish
a laging democracy, they mug firgt find if, given the historicd conditions, there is a game
that dl players would continue to play even if they lose If there is such a game, they must
agreeto play it.

The actors barganing over the conditution know tha the drategies which everyone,
themselves included, will want to pursue once an agreement is reached depend on the
inditutional framework they adopt. Conditutiond bargainer's must conjure the outcomes
that would be induced by each indtitutiond framework and to evduate these outcomes in

3 To put it in actuarid terms, there are just too many competing risks for conditional probabilities
that a dictatorship will die to be dgnificantly different from zero. An insurance company could set
the premium covering the desth of an average dictatorship but it could not st differentid premiums
for dictatorships distinguished by any observable factors.

4 An andogy may be useful. Suppose that someone runs the risk of 0.01 of dying from accidenta
causes during each year of her life and that a the age of 78 she gets hit by a fdling brick. To
attribute this death to development isto conclude that she died of old age.



terms of their wefare (or of the groups they represent®). They anticipate that a federd
sysem will promote trade but may lead to domination of large states over smdl ones, and
they associate some measure of welfare with these consequences of federadism. And if these
inditutions have didributiond effects -- as they do -- then the particular groups have

preferences over the equilibria among which they can choose. Some people anticipate that
they would be better off under the separation of Church and State then under officid
religion, under a presdentid sysem rather than under a paliamentary one, under a
bicamerd legidature rather than a unitary one, etc.

Suppose that there are two possible democratic systems, D1 and D2. The structure
of the games engendered by each congtitution may be one of coordination but it may be aso
a prisoners dilemma or even a pure conflict. Indeed, had there been no conflicts, democracy
would not have been necessary: democracy is a method for resolving conflicts. For
example, the game induced by D1 may be a prisoners dilemma

C

A B
A 32 51

B 1,5 4,4

while the game induced by D2 may be a pure conflict

C
A B

A 32 2,3
B 1,4 0,5
with respective equilibriaat { A,A} and {A,B} and their associated payoffs{3,2} and {2,3}.

The generic dtuation confronting political forces in conflict over the choice of
inditutions is then the following:

C

® | am skirting over complications as Schmitter (1984) observed some time ago, politicians may
have interests of their own and may collude against those they are supposed to represent. Indeed,
they may agree to democracy because they expect to be able to pursue interests of their own rather
than those of their condituents. But again, whether the pay-offs in the table are to the
representatives or to the represented, the andyss remains the same as long as the former can
control the latter.



Fgt D1 D2

Fgt 1,1 d,0 d,0
R DI 0d 32 11
p2 od 1,1 2,3

where D1 and D2 are two dternative systems of democratic ingtitutions, and 3>2>1>0. We
dready know that the "conditutiond moment” arises when d changes, for whatever reasons,
from d>3 to d<2. If d>maxg c U(D1,D2), the entire game is a prisoners dilemma, with a
unique equilibrium of {FHght, Fght}. If d<ming ¢ U(D1,D2), there are three equilibria: the
collectively suboptima {Fight, Fight} and the two coordination equilibria {D1, D1} and
{D2, D2}. Hence even if the objective conditions are conducive to establishing a

democracy, the proto-democratic forces may fal in agreeing to an inditutiona framework
under which they would peacefully process their conflicts. Dictatorship will then survive.

In generd, even when objective conditions make trangtions to democracy possible, status
quo dictatorships can aso survive and new dictatorship can emerge under the same
conditions. This multiplicity of equilibria, in turn, implies that the predictive power of
observable conditionsis paftry.

Survival of Democracies

While the paths to democracy are varied, the surviva of democratic regimes depends on a
faw eadly identifiable factors Foremost among them is the levd of devdopment, as
measured by per capitaincome. Hereisa summary of historica patterns:

(1) No democracy ever, including the period before World War 11, fel in a country with a
per capita income higher than that of Argentina in 1975, $6,055. This is a dartling fact,
given that snce 1946 done forty-seven democracies collgpsed in poorer countries. In
contrast, thirty-five democracies spent 1046 years in wedthier countries and not one died.
Affluent democracies survived wars, riots, scandds, economic and governmenta crises, hell
or high weter.

As the column ppa of Table 1 shows, the probability that democracy survives incresses
monotonicaly in per capita income. In countries with per capita income under $1,000, the
probability that a democracy would die during a paticular year was 0.0845, which implies
that their expected life was about twelve years. Between $1,001 and $3,000, this probability
was 0.0362, for an expected duraion of twenty-seven years. Between $3,001 and $6,055,
the probability was 0.0166, which trandates into about sixty years of expected life. And
what happens above $6,055 we dready know: democracy lasts forever.

(2) Education, specificaly the years of schooling of an average member of the labor force,
elevates the probability that a democracy would survive. Even though income and education
are highly corrdated, their impact seems to be to some extent independent. The impact of
per capitaincome, however, gppears much stronger.



(3) The impact of economic growth on the survival of democracy is hard to determine.
Empirical patterns show that democracy is more fragile in countries where per capita
income stagnates or declines. But the direction of causdity is not clear: do democracies die
because they perform poorly or do they perform poorly because they are about to die? |
could not determine which way the causdlity runs.

(4 Any conclusons about the impact of income digtribution on the survival of democracy
are hampered by the paucity and the poor qudity of the data. Nevertheless, among the few
cases for which comparable data are available, democracies are more likely to survive when
the Gini coefficient or the raio of incomes of top-to-bottom-quintile are lower. Data
concerning functiona digtribution are more extensve and they show the same democracy
is four times more likely to survive in countries in which the labor share of vaue added in
manufacturing is greater than 25 percent.

(5) Democracies are more likely to succumb when one party controls a large share (more
than two-thirds) of seats in the lower house of the legidature. Moreover, democracies are
most stable when the heads of governments change every so often, more often than once in
five years (but not as often as every two years). These observations indicate that democracy
ismore likely to survive when no political force dominates completely and permanently.

(6) Since Montesquieu (1995 [1748]), much has been said about the importance of culture
for the emergence and durability of democracies. Recent discussions of this topic revolved
mainly around cultures identified by dominant religions. Even if Weber (1958 [1904-5])
himsdf sad admos nothing about politica inditutions (Przeworski, Cheibub, and Limongi
1997), the idea that he saw in Protestantism the welspring of modern democracy is
widespread among contemporary politica scientists. Lipset (1959: 165) clamed that “It has
been argued by Max Weber among others that the factors making for democracy in this area
[north-west Europe and their Englishspesking offsprings in America and Audrdasial are a
higoricaly unique concatenation of dements, pat of the complex which aso produced
cgpitdisn in this aea” dnce “The emphads within Protedantism on individuad
repongbility furthered the emergence of democraic vadues” In turn, Catholicism, in
Lipset's (1960: 72-73) view, was antitheticd to democracy in pre-Second World War
Europe and Lain America Yet even Catholiciam is not the worst enemy of democracy:
Idam and Confucianism hold the pam (Eisengtadt 1968: 25-27). Thus, Huntington (1993:
15) reported that “No scholaly disagreement exists regarding the propostion that
traditional Confucianism was dther undemocratic or antidemocratic.” Smilar views about
Idam abound (Gellner 1991: 506, Lewis 1993: 96-98).

None of these assertions defends itsdf againgt facts. Indeed, the only effect d reigions that
emerges from the datidicd examination is that democracies are more likdy to emerge in
countries in which there are more Catholics. Neither Protestantism nor Idam has an effect
on the emergence or the durability of democracy.

(7) Colonid legacy hes little effect on regime ability once dl the other factors are

conddered. The rates of democratic fallure are much higher among democracies that were
edablished after 1950. Yet this effect vanishes when controlled for income, indicating that
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the observed difference is due to the low incomes of these countries, not their colonia
heritage directly.

(8) Paliamentary democracies are much more likdy to survive than presidentid ones the
expected life of a parliamentary democracy is severty-four years, while for a presdentid
democracy it is twenty-four years. To some extent this difference is due to the fact tha
presdential democracies are more frequently a legacy of military dictatorships, and the
militay influence may linger on, while parliamentary democracies more often originate
from civilian dictatorships. But even when we condder the origins of these democratic
regimes, asgnificant difference remains

(9) Findly, it is not true that a democracy is more likey to be around if it has been around
for a long time. The probability that a democracy dies does fdl as democracies become
older, but this result vanishes once controlled for per capita income. The reason older
democracies are more likely to survive is thus that their economies grow in the meantime. It
is again income that explains survival, not some kind of “habituation.”

While educetion, income didribution, politicad inditutions, and the rdations of politica
forces dl have some impact on the survivd of democracy independently of per capita
income, the role of income is overwhelming. Here is one explanation (Przeworski 2002).

The reason everyone opts for democracy in affluent societies is that too much is a sake in
turning againg it. In poor societies there is little to didtribute, so that a group that moves
agang democracy and is defested has little income to lose: in poor countries, incomes of
people suffering from a dictaorship ae not much lower than of those living under
democracy, whether they won or lost an dection. But in affluent societies, the gap between
incomes of electora losers and of people oppressed by a dictatorship is large. Between 1950
and 1990 in countries with incomes of less than $3,000, the average labor share under
dictatorships was 32.2 percent, dmogt identicd to the 32 percent in democracies. But in
countries with per capita incomes between $3,000 and $3,000, the average labor share under
dictatorships was 33.7 percent and under democracies 39.6 percent. Since output per worker
is ds0 lower in affluent dictatorships, this means that when the two countries had the same
per capita incomes, an average worker in dictatorial Singapore was earning $4,433 and in
democratic Austria $5,991, one-third more; an average Mexican worker was earning $3,192
compared to the $4,917 of a Portuguese worker, again at the same levels of average income.
In turn, the incomes of those who would have been rich under democracy were much lower
under communist dictatorships. communists confiscated property and distributed earned
incomes quite equaly. Thus, even if the income a particular group expects when it turns
agang democracy is higher than the income it expects under democracy, the possbility of
losng a druggle over dictatorship is foreboding in affluent societies. As per capita income
increases, more is a sake and even permanent electorad losers prefer to obey dection
results. It is risk averson that motivates everyone in affluent societies to obey the results of
electord compstition.

This logic dso sheds light on the role of economic crises in threatening democratic regimes.
What matters is not the rate of growth per se but the impact of economic crises on the leve
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of per capita income. Each country, characterized by its income digtribution, has some
gpecific threshold of per capita income above which democracy survives independently of
eection results. Economic crises matter if they result in income declining from above to
below this threshold, but not when they occur a income levels below or well above this
threshold. In Venezuda, which enjoyed democracy during forty-four years, per capita
income declined to one haf of its pesk level and this decline may be responsble for the
emergence of anti-democratic forces in that country. But economic crises do not threaten
democracy in wedthier countries.

The explanaion in terms of risk-averson must be diginguished from that focusng on the
role of eectora chances. Przeworski (1991) argued that democracy is sustained when those
defeated in a paticular round of the dectord competition have sufficient chances to win in
the future to make it atractive for them to wait rather than to rebe againgt the dectord
defeat. In terms of the explanation offered here, such prospects are not necessary. Above
some income leve, losers accept an dectord defest even when the political indtitutions
offer them no future chance to win, smply because even permanent losers have too much to
rsk in turning agangt democracy. Yet the didribution of eectora chances has a powerful
effect on the income threshold above which losers accept the verdict of eections. Hence,
the didribution of dectord chances does matter for the survival of democracy in al but
Very poor or very rich societies.

Thus, the mere prospect of dternation in office can avoid violence. To see this argument in
its starkest form, assume that governments are sdected by a toss of a coin: if “heads”
incumbents should remain in office, if “tals” they should leave. Thus, it is a reading d the
toss which dedgnaes “winners’ and losers” Note tha when the authorization to rule is
determined by a random device, citizens have no eectord sanction, prospective or
retrospective, and the incumbents have no eectord incentives to behave wel while in
office. Any link between dections and representation is severed. Yet the very prospect that
governments would dternate may induce the conflicting political forces to comply with the
rules rather than engage in violence. Even if the vaue of the current loss is lower than the
one period vaue of dictatorship, if the current losers have a sufficient chance to win in the
future, they are better off continuing to comply with the verdict of the coin toss than
fighting for power. And if the winners prefer democracy, then regulaing conflicts by a coin
toss is sdf-enforcing. Bloodshed is avoided by the mere fact that, a la Arigtotle, politica
forces expect to governin turn.

Summary

We know that democracies are frequent among the economicaly developed countries and
rare among the very poor ones. The reason we observe this pattern is not that democracies
are more likely to emerge as a consequence of economic development but that they are
much more likely to survive if they happen to emerge in more developed countries. The
paths to democracy are varied. Indeed, they seem to follow no predictable pattern. But once
democracy is edablished, for whatever reasons, its survivd depends on a few, easly
identifiable, factors. Foremost among them is the levd of economic development, as
captured by per capitaincome. But political ingtitutions also matter.
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Political Regimes and Economic Development
Introduction

Now that we know how political regimes emerge and disgppear, we can examine thelr
effect on economic development. | examine firg the impact of politicd regimes on the share
of invesment in gross nationd product, on the rates of growth of capital stock and of labor
force, on the rate of growth of totd income and of per capita income. | adso condder ariva
hypothess, namdy, that what affects economic development are not regimes, but just
politica gability. Findly, | focus on the impact of regimes on some aspects of demographic
behavior.

The method is the same throughout. It conssts of generating counterfactud observations for
the missng obsarvations. In terms of the examples with which we began, the method
consgs of generating the observation for 1985 Madi as if it were a democracy and for 1985
France as if it were a dictatorship, under otherwise identicd conditions. The procedure
condsts of edimating, separately for each regime, regresson eguations augmented by an
indrumenta variable tha summarizes the conditions under which the particular observation
was generated and then comparing the predicted vaues independent of these conditions.
The net reault is then the effect of regimes. In each case, | report the observed vaues, based
on the observations as they happened to occur, and the “ selection-corrected” values.

Total Output, Investment, and Per Capita Output

The fear that democracy would undermine economic growth emerged in the United States
with the birth of new ndions in Ada and Africa The fird daements to this effect are
perhaps those by Walter Galenson and by Karl de Schweinitz, who argued, both in 1959,
that in poor countries democracy unleashes pressures for immediate consumption, which
occurs a the cost of invetment, hence of growth. Gaenson mentioned both the role of
unions and of governments. He thought that unions “must ordinarily apped to the worker
on an dl-out consumptionist platform. No matter how much ‘responsibility’ the union leader
exhibits in his underganding of the limited consumption posshbilities exising a the outset
of indudridization, he cannot afford to moderate his demands” About governments, he
observed that “The more democratic a government is, .. the grester the diverson of
resources from investment to consumption.” According to de Schweinitz (1959: 388), if
trade unions and labor paties “ae successful in securing a larger share of the nationd
income and limiting the freedom for action of entrepreneurs, they may have the effect of
redricting invesment surplus so much that the rate of economic growth is inhibited” This
argument acquired widespread acceptance under the influence of Huntington, who clamed
that “The interest of the voters generdly leads parties to give the expanson of persond
consumption a higher priority via-a-vis investment than it would recgve in a non
democraic sysgem.” (Huntington and Dominguez, 1975. 60; dso Huntington 1968).
Democracy was thus seen as inimica to economic development.
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The reasoning bears recondructing. Firdt, this argument assumes that poor people have a
higher propengity to consume. This is why democracy may be compatible with growth at
high but not a low levels of income. Secondly, the underlying mode of growth atributes it
to the increase of the stock of physica capitd. Findly, democracy is dways responsive to
the pressures for immediate consumption. The chain of reasoning is thus the following: (1)
poor people want to consume immediately, (2.1) when workers can organize, they drive
wages up, reduce profits, and reduce investment (either by lowering the rate of return or the
volume of profit or both) and (2.2) when people can vote, governments distribute incomes
awvay from invesment (either they tax and trandfer or they underttake less public
investment), and (3) lowering investment dows down growth.

Arguments in favor of democracy are not equdly sharp but they dl focus in one form or
another on dlocative efficiency: democracies alocate better the available resources to
productive uses. One view is that since authoritarian rulers are not accountable to
electorates, they have no incentives to maximize the totd output but only ther own rents.
As a result, democracies better protect property rights, thus alowing a longer-term
perspective to investors. There is dso a vague sense that by permitting a free flow of
information, democracies improve the quality of economic decisions.

This summary makes no pretense to being exhaudive. All | want to highlight is that the
arguments in favor of dictatorship and those in favor of democracy are not necessarily
incompatible. The arguments againg democracy clam that it hinders growth by reducing
investment; the aguments in its favor mantan that it foders growth by promoting
dlocdive efficiency. Both may be true the rate at which productive factors grow may be
higher under dictatorship but the use of resources may be more efficient under democracy.
And since these mechanisms work in opposite directions, the net effect may be that there is
no difference between the two regimes in the average rates of growth they generate. The
patterns of growth may differ but average rates of growth may be ill the same.

Rates of growth may thus differ between regimes ether because the productive inputs
increase a different rates or because they are used with different efficiency. To assess the
impact of regimes on growth, | proceed in two steps:

Fird, | examine if productive inputs grow a the same rates under the two regimes. This is a
test of the hypothesis that regimes do not affect the rates of growth of productive resources.

Secondly, | edimae sepaatdy for each regime a productionfunction modd,
Y=AF(K,L)=AK?2L", in growth form:

YAY=AZA +aK?IK +BLIL +?? + e,

where the dots over the variables indicate time derivatives, so that for any X, X? = dX/dt,
and X?X is the rate of growth, while ? is the ingrument for the regime variable. The
coefficients A?7A (treated as condants, ether for regimes or for countries or for years,
depending on edimation methods), a and 3 provide sdectionunbiased estimates of,
respectively, technicad progress and the efficiency with which capitd stock and labor force
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contribute to growth under each regime. This is then a tet of the hypothess tha the
efficiency with which resources are used is the same under the two regimes,

Table 2 presents the average observed and sdlection-corrected vaues of investment share,
and of te rates of growth of capita stock, |abor force, total income, and population, for the
two regimes.

The cdam tha democracy undermines investment, whether in generd or only in poor
countries, finds no support in the evidence. The observed average share of invesment in
GDP, I/Y, was in fact much higher in democracies, 20.98 percent, than in dictatorships,
14.28 percent. Yet since investment shares increase with per capita income and since, as we
dready know, dictatorships have generdly existed in poorer countries, this can be just an
effect of income. Indeed, controlling for income, as wedl as a number of other variables,
shows that regimes have little overdl effect on the invetment share. Moreover, among
poorer countries, those with per capita income lower than $3,000, both the observed and the
corrected investment shares are dightly higher in democracies. Hence, there is no reason to
think that regimes affect investment even in poor countries. had these regimes exised under
the same conditions, specificdly in countries with the same per cgpita income, facing the
same relative prices of investment goods and world demand, and had they been matched for
unobservable factors that affect regime sdection, ther shares of invesment in GDP would
have been the same.

Another way to think about invesment is in terms of the growth of capitd stock. The
observed rate of growth of capitd stock, K?K, is somewhat higher under dictatorships,
7.24, than under democracies, 6.49. The observed difference among countries with incomes
below $3,000 is negligible. Above $3,000, capitd stock grew faster under dictatorship, at
the rate of 8.05, than under democracy, where it increased at the rate of 6.39. Correcting for
sdection, with the same exogenous varidbles we used for the invetment share, shows
agan, however, that regimes do not affect the growth of capitd stock in the sample as a
whole and not among countries with incomes under $3,000. Above $3,000, the sdection
corrected vaues are somewhat higher under dictatorship, 7.94, as opposed to 6.94 under
democracy.

Hence, regimes affect neither the share of invetment in GDP nor the rate of growth of
capital stock. Moreover, contrary to al the arguments, poor countries invest little regardless
of the regime while it is in wedthier countries that invesment is dightly higher under
dictatorships.

In turn, the rate of growth of the labor force, L?L, is higher under dictatorships. The
observed values are 228 percent per annum under dictatorships and 159 under
democracies. Since labor force grows a a dower rate in wedthier countries, one might
suspect again tha this difference is due to the distribution of regimes by income. Some of it
is, but not enough to eradicate the effect of regimes. Even when the regimes are matched for
their income, their colonid heritage, and the frequencies of Cathadlics, Protestants, and
Modems, even if they are matched for demand, or for the lagged rate of population growth,
or for country-specific effects, labor force grows faster under dictatorships. The sdection
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corrected difference is again smdl in countries with incomes under $3,000, but quite large
in those over $3,000.

To examine the effect of regimes on the efficency with which resources are used in
production, we need to compare the sdection-corrected coefficients of the respective
production functions. The constant measures totd factor productivity, while the coefficients
on capital and labor represent the

eadicities of output with regard to these factors. As shown in the firg two columns of
Table 3, which provide the results for the entire sample, bta factor productivity is higher in
democrecies. The dadticity with regard to capitd is dightly higher in dictatorships, while
eadicity with regard to labor is dightly higher in democracies Hence, one is led to
conclude that democracies benefit more from technical progress and use labor somewhat
more effectively, while dictatorships employ somewhat more efficiently the physica capita
stock.

What we learned, therefore, is that regimes have no impact on the rate of growth of capitd
stock (or the investment share), while labor force grows faster under dictatorships. In turn,
democracies enjoy fagter technica progress and use labor somewha more effectively, while
dictatorships exploit somewhat better their capital stock. As a result, the rate of growth of
total output isamost identical under the two regimes.

Another way to test the effect of regimes is to focus on the countries that experienced
regime changes. Here again, however, one should proceed prudently. Countries in which
regimes are ungable may be different from those where the same regime perssted during
the entire period. Yet the observed average rate of growth is the same in those countries
which did not experience any regime transtions and those which underwent through one or
more regime changes. the rate of growth for the former was 4.23 percent (N=2813) and for
the latter 4.25 percent (N=1313). Stable dictatorships grew at the rate of 4.38 percent
(N=1709), while dictatorships in the countries that aso experienced democracy grew &t the
rate of 4.51 percent (N=772). Stable democracies grew at the rate of 3.98 percent (N=1104),
while democracies that rose from or gave room to dictatorships grew at 3.88 percent
(N=541). Hence, there is no reason to think that growth in the countries where regimes were
gtable was different from that in countries where regimes changed.

With this reassurance, we can compare the rates of growth of democracies preceding
dictatorships with those of democracies following them and vice versa The average rate of
growth during al the years of democracies preceding dictatorships is 4.49 percent (N=290)
and of dictatorships following democracies is 4.37 percent (N=425). Hence, trangtions from
democracy to dictatorship do not affect the rate of growth. Growth during dl the years of
dictatorships preceding democracies is higher, at the average of 4.74 percent (N=607), than
the average of 3.64 percent (N=371) during al the democratic years that follow. But since
the recovery from the crises accompanying trangtions to democracy is dow and the
obsarvations are right-hand censored, the conclusion that trandtions to democracy dow
down growth would be eroneous. Just note that many democratic observations follow
trangtions ether from bureaucratic-authoritarian or communist dictatorships during the
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‘eighties, including the very end of the decade. Since these democracies did not have time to
recover, they weigh the democratic average down.

In sum, nether the sdection corrected vaues for the entire sample nor the paths of growth
associated with regime trangtions give any support to the clam that regimes affect the rate
of growth of totad income. Seection-corrected average rates of growth are the same for the
two regimes. And there are no reasons to think that steady-date rates of growth are different
under the two regimes when countries experience regime trangtions.

The fird concluson, therefore, must be that political regimes have no impact on the rate of
growth of tota income. The arguments about the superiority of dictatorships in mobilizing
savings for invesment find no support in the evidence. Indeed, the input that grows faster
under dictatorships is not capitd but labor. The differences in the efficiency with which
productive inputs are utilized are small. As a consequence, the selectioncorrected average
expected vaues of growth are dmost identical.

Wha matters, however, from the point of view of wel-being is not the growth of total but
of per capita income. And it turns out that, for reasons discussed below, population grows
ggnificantly faster under dictatorships. The observed rate of growth of population, P?/P, is
242 percent under dictatorships and 1.46 percent under democracies. The best sdlection
corrected estimates are 2.18 percent for dictatorships and 1.59 for democracies. And since
the rate of growth of per capita income is the difference between the growth of total income
and of the population, the observed edtimate of the growth of per capita income under
dictatorship is 2.00 percent and under democracy it is 2.46 percent. The best sdection
corrected estimates are 2.12 for dictatorships and 2.65 for democracies. These are large
differences. they imply that per capita incomes double in thirty-five years (thirty-three
under sdection-corrected estimates) under dictatorships and in twenty-eight (twenty-five)
under democracies. The second conclusion, therefore, is that per capita incomes grow faster
under democracy.

Note, moreover, that while the rates of growth are amogt identical under the two regimes,
the patterns of growth differ. As seen in Table 3, these patterns diverge in countries with per
capita incomes above $3000. Wedthy dictatorships benefit less from technica progress and
they use labor less efficiently than wedthy democracies, so that their output per worker is
lower. Moreover, labor shares of vdue added (in manufacturing) are lower in wedthy
dictatorships. Hence, growth under wedthier dictatorships is labor extensve and labor
exploitative. Wedthy dictatorships use more labor, pay it less, and use it less effectively
than wedthy democracies. Moreover, since population continues to grow a a fagt rae in
wedlthy dictatorships, the difference in the growth of per capitaincomeislarger.

Political Instability and Economic Growth
Not everyone will be surprised to learn that political regimes have no effect on average rates

of growth of totd income. One generdly hed view, made influentid by Huntington (1968),
is tha what maters for economic deveopment is politicd dability, rather than the
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paticular political inditutions. Any sysem of politicad inditutions promotes development
aslong asit maintains political order. The danger is“politicd ingtability.”

Politicd indability, as measured by past or expected changes of chief executives, the
frequency of drikes, demondrations, or riots, is much greater in democracies. Yet politica
ingability affects economic peformance only under dictatorships. Changes of chief
executives, while much less frequent in dictatorships, are economicaly cogly only in these
regimes. Whether because of inditutional congraints or of motivations of those who govern
democracies, neither past nor expected changes of heads of governments affect growth
under democracies. But under dictatorships economic growth dows down Sgnificantly
when the tenure of rulers is threatened. The same is true of various forms of “socio-poaliticd
unrest”: drikes, anti-government demondtrations, and riots occur more often in democracies
but they retard growth only in dictatorships. Findly, the effect of threats to the dability of
regimes on investment shows tha investors fear democracy and hope to find a safe haven in
many dictatorships. prospective demise of a dictatorship causes investors to flee while its
prospective advent makes them flock.

Thus, political indability retards growth exdusvey under dictatorships. Huntington and
other “redigts’ got it adl wrong. Studies of politica ingtability are guided by the hypothess
that, to State it in the words of Alesna and Perotti (1997: 21), “what influences growth is
not so much the type of regime (dictatorship or democracy) but regime ingability, that is,
the propendty to coups and mgor changes of government.” This hypothess is logicdly
incoherent, snce “political indability” cannot be even defined independently of political
inditutions. Alternation in office or other manifestations of popular oppostion, whether
drikes or anti-government demondrations, do not conditute “ingability” under democracy.
Such phenomena are frequent in democracies because democracy is a sysem in which
people are free to express ther dissatisfaction with governments. And they are rare in
dictatorships because it is precisdy to prevent such forms of expresson that dictatorships
ae edablished and mantaned. Democracies ae inherently “ungtable’: what condtitutes
anomadlies, breskdowns of rule, under dictatorship is just an essentid, definitiond, feature of
democracy. A change of chief executives in democracies occurs as a consequence of
elections or other regularized procedures, while under most dictatorships the only way
rulers can change is by a coup. To discover, as Alesna a d. (1996) do, that coups reduce
growth but regular dternations in office do naot, is not to find that some forms of “poalitica
ingability” affect development, but only that some political events tha conditute ingtability
under dictatorship do not under democracy.

Once it is understood that the same politicd phenomena have different meanings under
different regimes, it is not surprisng that economic actors resct to them differently. Under
dictatorships, whenever the regime is threstened, whenever rulers in fact change or are
expected to change, whenever workers muster the courage to strike or masses of people to
demondrate their oppodtion to the government, the economy suffers. Under democracy,
everyone knows that the government will change from time to time, that workers may
grike, and people may express ther dissatisfaction with the government in a vaiety of
ways. Hence, when such phenomena do transpire, they evoke a maost an economic yawn.
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Mortality, Fertility, and Population Growth

The mogt surprisng impact of regimes is on the growth of population, which is much faster
under dictatorships. Moreover, this difference does not disgppear when controlled for per
capita income and a whole host of other factors, including the colonid heritage, the
frequencies of Catholics, Protestants, and Mudims, labor force participation of women,
human capitd, and femde enrollment in secondary education. Moreover, diachronic
patterns show the same the rate of population growth increases dightly when countries
experience trangtions from democracy to dictatorship, while it fals when they trangt from
dictatorship to democracy.

Now, note that the rate of growth of population (net of migration) can be decomposed as the
difference between the birth rates and the desth rates. Hence, one reason population grows
faster under dictatorships could be that they have lower mortdity rates. Yet, as shown in
Table 4, this is not the case. Indeed, the observed gross mortdity rates (“deaths’ in Table 4)
ae higher under dictatorship. Infant mortdity is dso higher under dictatorships and life
expectancy is much shorter (not shown). Moreover, these differences do not vanish when
controlled for per capita income and the passage of time. If dictatorships and democracies
had the same per capita income and if they existed during the same year, mortdity rates
would be 104 for dictatorships and 9.2 for democracies, while life expectancy (“lives’)
would be 61.2 under dictatorship and 67.1 under democracy. These are enormous
differences.

Hence, dictatorships have higher mortdity rates. If their population grows faster than under
democracies, it is because dictatorships have even higher crude birth rates (“births’). Again,
this difference does not dissppear when controlled for per capita income and yedr.
Moreover, this difference is not due to the age Structure of the population but to differentid
fertility: at any age, women have more children under dictatorships.

The average observed fertility per woman is 52 under dictaorships and 2.7 under
democracies. This difference does become reduced when controlled for per capita income
and a whole host of other variables. But whatever one controls for, women under
dictatorships have on the average 0.5 children more than under democracies. This difference
seems to be due to regime per se, rather than to any conditions under which the regimes find
themselves or to anything dse they do. Under both regimes, fertility is strongly reduced
when women atend secondary schools but it is greater where public educationd
expenditures are larger. A smple explanation is that secondary education increases the
market incomes of women and hence the opportunity costs of having children, while public
expenditures on education lower these costs. What is most driking is that public
expenditures on socia security and on hedth strongly reduce fertility under democracy but
have no impact under dictatorship. Moreover, once these expenditures are considered, labor
force participation of women has no impact on fetility. The only explanation of this finding
| can think of is that under democracy public expenditures are seen as a form of insurance,
while they do not reduce uncertainty under dictatorships. This explanation is conastent with
the fact that both the variability of economic performance and of economic policies is
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grester under dictatorships. Hence, households respond to the uncertainty inherent in
dictatorships by hoarding the least risky asset they can, namely, children.

Conclusions

Although our quedtion concerns the impact of politica regimes, one would be blind not to
note first the grip over peopl€s lives of sheer poverty. While regimes do make a difference
for materid wefare, ther effect paesin comparison to that of scarcity.

In every aspect we examined, the differences between poor and rich countries are
enormous. Even if democracies do occasondly spring up in poor countries, they are
extremdy fragile when facing poverty, while in wedthy countries they are impregnable.
Hence, poor people are much more likely to be ruled by dictators. Obvioudy, poverty
means that people consume less. They dso live shorter, have more children, see more of
them die, and are more likely to suffer from collective violence. However one thinks of wdll
being, people with low incomes lead poor lives.

Even though the gap between poor and rich countries has been closng with regard to
mortdity rates and life expectancies, the dispaity of incomes and of fertility rates
increased. The coefficient of variation (the raio of the standard deviatiion to the mean) of
death rates fdl from 0.44 when the countries were first observed to 0.40 during the last year
each country was obsarved. The coefficient of variation of life expectancy declined from
0.23 to 0.17. But the coefficient of variation of fertility increased from 0.33 to 0.46 while
the coefficient of variation of per capita income rose from an dready enormous 0.89 to
1.05. While the multiple of per capita income of the richest to the poorest country when
they were first observed was 40.4, at the end of the period it was 57.9.

These disparities of income and fertility increased because countries that were richer to
begin with developed further, while many countries that were poor remained poor. Of the
eighty-three countries with per capita incomes under $2,000 when firs observed, fifty-
seven remained equaly poor or even poorer some thirty or forty years later. Of the fifty-two
countries that began with higher incomes, dl but seven a least doubled their income and
none declined over the long run.

Hence, poverty can trap societies in its grip. Yet the bonds of poverty are not inexorable,
Some countries, notably Tawan, South Korea, Thaland, Japan, Singapore, Portugdl,
Greece, and Madta grew spectacularly, at least quadrupling their per capita incomes, with al
the benefits devdopment awards. Of this ligt, two (Tawan and Singapore) were ruled by
dictators during the entire period and one (South Kored) during most of it, two were
democracies throughout (Japan and Madta), and the remaning three (Thaland, Portugd,
and Greece) experienced both regimes. Thus, while such spectacular successes are rare to
begin with, there is nothing to indicate that it takes one regime or the other to generate
them. But, in any case, to evauae the impact of regimes, one must look at ther entire, not
just their best, record.
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Politica regimes have no impact on the growth of totd income when countries are observed
across the entire spectrum of conditions. Contrary to widespread concerns, demaocracies do
not reduce the rate of investment even in poor countries. It gppears that when countries are
poor there is little governments can do, so that it makes little difference for economic
growth whether rulers are eected or hold power by force. In wedthier countries, patterns of
growth ae no longer the same. Dictatorships rely on the growth of labor force and on
keeping wages low, while democracies pay higher wages, use labor more effectively, and
benefit more from technica progress. But while growth under wedthier dictatorships is
more labor-extensive and labor-exploitative than under wedthier democracies, so tha
functiond digributions of income are different, the average rates of growth of totd income
are about the same.

Thus, we did not find a shred of evidence that democracy need be sacrificed on the dtar of
devedlopment. The few countries that developed spectacularly during the past fifty years
were as likely to achieve this feat under democracy as under dictatorship. On the average,
totd incomes grew a admost identical rates under the two regimes. Moreover, per capita
incomes grow faster in democracies. The reason is that democracies have lower raes of
population growth. In spite of rapid diffuson of medicd advances, degth rates reman
somewhat higher under dictatorship and life expectancies are much shorter. Population
grows faster under dictatorships because they have higher birth rates, and the difference in
birth ratesis due to higher fertility, not to age structures of the population.

Women ae paticularly affected by dictatorships. They paticipate in ganful activities at
the same rates as they do in democracies and as workers they get lower wages. But they dso
have more children, sse more of them die, and are themsdves more likdy to die in
childbirth.

These findings add up to a blesk picture of dictatorships. While democracies are far from
perfect, lives under dictatorships are grim and short. Dictatorships are regimes in which
political rulers accede to and maintain themsdves in power by force. They use force to
prevent people from expressing their opposgtion and to repress workers. Because they rule
by force, they are highly vulnerable to any visble sgns of dissent. They are successful
economicaly only if they are “stable” if no one expects that dictators would change or the
dictatorship would be abolished. Since in dictatorships policies depend on the will, and
sometimes the whim, of a dictator, they exhibit high variance of economic performance
some generate miracles, some disasters, and many generate both. Because their policies and
their performance are s0 unpredictable, they do not dlow people to plan their lives,
inducing households to hoard the least risky asset, namely children. In the end, per capita
incomes grow dower and people live shorter lives in dictatorships. Thus, while scarcity
makes lives dedtitute, regimes do make a difference, not only for politica liberty but aso
for materid wdl-being.
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Table 1. Regime trangitions as a function of per capitaincome (in thousands $PPP), 1951-

1999.

Income | pa N NAD Na PAD NpA Np Ppa
-1 0.89 1335 19 1193 0.0153 | 12 142 0.0845
1-2 0.68 1271 23 868 0.0265 | 17 403 0.0422
2-3 0.56 723 14 408 00341 | 9 315 0.0286
34 0.52 470 5 246 0.0203 | 5 224 0.0223
4-5 0.47 316 6 149 0.0403 | 2 167 0.0120
5-6 0.39 244 5 94 0.0532 | 1 150 0.0067
6-7 0.28 224 2 62 00323 | 1 162 0.0062
7-8 0.21 201 1 43 0.0233 | O 158 0.0000
8- 0.17 880 1 147 0.0068 | O 733 0.0000
Note:

pa isthe proportion of authoritarian regimes

N isthetotal number of observations

Nap is the number of trangtions from authoritarianism to democracy
Na isthe number of observations of authoritarian regimes

pap isthe probability of trangtion from authoritarianism to democracy
Npa isthe number of trangtions from democracy to authoritarianism
Np isthe number of observations of democratic regimes

Ppa isthe probability of trangtion from democracy to authoritarianism



Table 2: Average rates of investment, growth of capital stock, growth of |abor force, growth of total
output, and growth of population, by regime. Observed and sdlectioncorrected vaues. (Standard
erorsin parentheses.)

Vaiadle Observed Observed Sdection Sdection
corrected corrected
Dictatorships Democracies Dictatorships Democracies
N 2396 1595 3991 3991
1Y 14.28 20.98 16.84 17.69
(9.40) (8.02) (7.85) (7.81)
KK 7.24 6.49 7.01 7.06
(14.00) (10.78) (9.99) (9.57)
L2L 2.28 1.59 2.16 1.75
(1.94) (1.20) (0.53) (0.68)
YAY 443 3.92 422 4.37
(6.94) (4.82) (5.17) (4.60)
PP 2.42 1.46 2.18 1.59
(1.57) (1.12) (0.59) (0.63)

Note: The selectioncorrected values are based on regression equations and estimators reported in

Przeworski et a. (2000), various tables.
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Table 3. Sdection-augmented Growth Equations, by Regime and Bands of Per
Capita Income (Standard errors in parentheses).

Entire Sample Under $3000 Over $3000
Dic Dem Dic Dem Dic Dem
N 2396 1595 1917 487 479 1108
Congtant 0.1939 0.5796 0.1447 0.1036 0.3333 0.9053
(0.0934) (0.0935) (0.1016) (0.1798) (0.2355) (0.1110)
K2K 0.4094 0.3619 0.4033 0.3984 0.4430 0.3199
(0.0059) (0.0079) (0.0063) (0.0015) (0.0165) (0.0111)
L2L 0.5906 0.6381 0.5967 0.6016 0.5570 0.6801
(0.0059) (0.0079) (0.0063) (0.0015) (0.0165) (0.0111)
I -1.0397 0.2609 -1.1933 -0.0029 -0.9831 0.3965
(0.3381) (0.2133) (0.3978) (0.2870) (0.6847) (0.3665)
YAY HAT | 4.22 4.37 4.34 4.28 4.24 4.15
(5.17) (4.60) (5.73) (5.66) (4.30) (3.19)
TFP 0.19 0.58 0.14 0.10 0.33 0.91
Capita 2.84 251 2.81 2.78 3.05 2.20
L abor 1.19 1.28 1.39 1.40 0.85 1.04

Note: These estimates were constrained by a +b =1. The last three lines show factor contributions
to growth. TFP stands for tota factor productivity.
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Table 4: Observed and Sdlection Corrected Vaues of Different Demographic
Variables (per thousand), by Regime (Standard errorsin parentheses).

Vaiadle Observed Observed Sdection Sdection
corrected corrected

Dictatorships Democracies Dictatorships Democracies

Deaths 13.59 9.28 10.39 9.17
(5.90) (2.19) (3.02) (0.51)

Lives 53.99 70.28 61.24 67.06
(10.17) (6.64) (14.33) (4.28)

Births 35.44 18.69 26.19 20.05
(12.60) (7.89) (9.00) (3.77)

Note: The sdlection values are corrected only for per capitaincome and year.
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